
COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

IN THE MATTER OF: 

THE APPLICATION OF EAST KENTUCKY ) 
POWER COOPERATIVE, INC.  FOR A 1 
CERTIFICATE OF PUBLIC CONVENIENCE ) 
AND NECESSITY, AND A CERTIFICA-1-E OF ) 
ENVIRONMENTAL COMPATIBILITY FO? ) 
THE CONSTRUCTION OF AN ELECTRIC. \ 
GENERATING STATION AND RELATED j 
TRANSMISSION FACILITIES, AND FUR ) 
AUTHORITY TO ISSUE SECURITIES AIKI ) 
EXECUTE NOTES AND OTHER EVIDENC? ) 
OF INDEBTEDNESS RELATIVE THERETO ) 

CASE NO. 7809 

ORDER 

GRANTING A CERTIFICATE OF CONVENIENCE AND NECESSITY AND A 
CERTIFICATE OF ENVIRONMENTAL COMPATIBILITY AND FOR AUTHORITY 
TO ISSUE SECURITIES AND EXECUTE NOTES 

PROCEDURAL BACKGROUND 

On A p r i l  1, 1980, East Kentucky Power Cooperative, Inc. ,  (EKP) 

f i l e d  i t s  app l i ca t ion  w i th  the Energy Regulatory Commission (Commission) 

f o r  a C e r t i f i c a t e  o f  Convenience and Necessity and f o r  a C e r t i f i c a t e  of 

Environmental Compa t ib i l i t y  and f o r  A u t h o r i t y  t o  Issue Secur i t i es  and 

Execute Notes and Other Evidence of  Indebtedness t o  cons t ruc t  a new e l e c t r i c  

generating s t a t i o n  and r e l a t e d  transmission l i n e s .  The new coa l  f i r e d  

generating s ta t i on ,  t o  be known as t h e  J. K. S m i t h  S ta t ion ,  w i l l  be loca ted  

on a 3,120 acre s i t e  on the  Kentucky R iver  i n  Clark County and w i l l  c o n s i s t  

of two 600 megawatt coal f i r e d  steam gonerat ing u n i t s  and t h e i r  appurtenant 

and r e l a t e d  f a c i l i t i e s  and equipment a t  a c o s t  o f  approximately $1,725,100,000,, 

a l l  as mre s p e c i f i c a l l y  descr ibed i n  t h e  a p p l i c a t i o n  and record.  

The a p p l i c a t i o n  includes a request f o r  a u t h o r i t y  t o  borrow up t o  

$1,725,100,000. from the  Federal Financing Bank (FFB) fo r  the purpose of  

cons t ruc t ing  the f a c i l i t y .  

E l e c t r l f l c a t i o n  A d m i n i s t r a t i o n  ( R E A ) .  Each advance under the loan would 

bear a m a t u r i t y  date two t o  seven years a f t e r  t he  date o f  t he  advance; 

provided, however, t h a t  i f  EKP des i res  a long term matu r i t y ,  i t  may designate 

a ma tu r i t y  da te  o f  t h i r t y - f o u r  years a f t e r  t he  end o f  t he  calendar year i n  

which the advance i s  made. EKP's plans a re  t o  take f u l l  advantage o f  the 

The loan  would be guaranteed by the Rural 

th i r ty - four  year maturity date. 



The rate of interest  payable on each advance would be the 

respective rate established by FFB a t  the time o f  the advance to  thirty- 

four years, the ra te  of interest  effective from and af te r  such extension 

would be the rate established by FFB a t  the time o f  such extension. 

Al though the application i s  t o  borrow the entire amount from 

FFB, applicant stated t h a t  EKP has  considered issuing pollution control 

bonds t o  finance approximately $600 millign o f  the construction, and i n  

fact ,  would do so i f  t h a t  type of f i n a n c i n g  prayed to be a v a i l a b l e  and more 

economical. 

by t h e  issuance of pollution cpntrgl bonds. 

A p o r t i o n  of t h e  construct i~n would probably be financed 

The f l r s t  hearing was held o n  May 22,  1980, a t  9:OO A.M. ,  Eastern 

Daylight TCme, i n  t h e  CQmission's offices a t  Fyankfort, Kentucky. The 

a p p l i c a n t  f i led i ts  prepared testimgny and the Comnission sustained a l l  

motions t o  intervene thereby mak ing  The Division o f  Consumer Interyent ip  

of the Attorney General's office, the Kentucky-American Water Company, the 

Kentucky Department o f  Energy, Fly. Will H o d g k i n ,  Mr. L u c k i e  McClintOck 

and Mr. Charles Cook parties t g  these prgceedings. 

l e t te rs  received from tlr, Russell Pierce, President of IUOE Local #la1 

and Mr. Joe L. PlcDowell? 6u:iness Agent o f  the Cement Workers Local #896, 

t o  be entered i n t Q  t h e  record and statements by Messrs. Jack Parkey, Ray 

Burns, Ted Ethingtqn qnd Paul Payrick, J r .  a l l  representing labor 

organizations tg  be entered into the yecord. 

The Conmission permitted 

M r .  Charles Cook t es t i f ied .  

The Ctyvnission Ordered f i led the report t o  the Comnission required 

g f  the Kentucky Department for Natural Resources and  Environmental PrQtection 

(KRS 278.025(4)) a s  t o  the environmental compatibility o f  t h e  prQposed 

project. 

The second hea r ing  was h e l d  J u n e  18, 1980, and a l l  parties were allowed t o  

cross examine appl icant 's witnesses, and the  witness appearing on behal f of  

the Kentucky Degartment o f  Energy, The Commission treated the report from 

the Kentucky Department for Natural Resources and Environmental  Protection 

which had been entered into the record May 22, 1980, as a motion by i t  to 

intervene and the mtQn was sustained. 

and set a t h i r d  hearing for July 17 ,  1980, a t  9 : O O  A.M.,  for t h e  pu rpose  

The Comnission recessed t h e  h e a r i n g  
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o f  cross-examining the in te rvenor ' s  witnesses and any rebut ta l  testimony by 

EKP. The intervenors  were ordered t o  p r e f i l e  their  testimony by Ju ly  11,  1980. 

A t  the conclusion o f  the July hearing i t  appeared t h a t  the ev ident ia ry  

hearings had been completed. 

On October 14, 1980, t h e  Conmission issued an Order i n  which i t  

d i rec ted  t h a t  the record be reopened f o r  the purpose o f  allowing East 

Kentucky t o  f i l e  written responses t o  questions annexed t o  sa id  Order and t o  

make avai lab le  f o r  cross-examination witnesses who propounded the p re f i l ed  

responses t o  t h e  Order. East Kentucky f i l e d  i t s  response t o  th i s  Order 

on October 24, 1980. 

On November 7, 1980, the Commission issued another Order i n  which 

East Kentucky was directed t o  p r e f i l e  written responses t o  the Commission's 

questions per ta in ing  to the u t i l i t y ' s  response t o  the Order o f  October 14, 1980, 

and set  the matter  f o r  a fourth public hearing on December 4 ,  1980, a t  9:00 A.M. ,  

Eastern Standard T i m e ,  i n  the  Conmission's o f f i c e s  a t  Frankfort ,  Kentucky f o r  

the purposes o f  ver i f i ca t ion  and cross-examination of  p re f i l ed  testimony 

i n c l u d i n g  t h a t  annexed t o  the  Conmission's Order o f  November 7 ,  1980. 

The  four th  hearing was h e l d  a s  scheduled and a l l  p a r t i e s  were g i v e n  

the opportunity t o  cross-examine proponents of  the pre f i l ed  testimony. 

A t  t h e  conclusion o f  four th  hearing the matter  stood submitted. 

DISCUSS I O N  

EKP, a nonprofi t ,  non-stock E lec t r i c  Cooperative Corporation, s u p p l i e s  

the e l e c t r i c  energy requirements o f  18 d i s t r i b u t i o n  Rural E lec t r i c  Cooperative 

Corporations which  serve approximately 250,000 accounts (1.5 mill ion people) 

i n  89 Kentucky count ies .  

The app l i can t ' s  evidence i s  t h a t  as a result o f  i t s  1976 Power 

Requirements Study which projected de f i c i enc ie s  in  i t s  a b i l i t y  t o  serve i t s  

customers e l e c t r i c  power needs beginning i n  1982, i t  comissioned an 

in te rna t iona l  consul tant  t o  make an independent assessment of  EKP's in-house 

project ions.  

s tud ies  i n  t h e  f a l l  of 1976 and these were ongoing a t  t h e  tlme o f  the  ev l -  

dent iary hearings.  The 1976 study was followed by a 1979 Power Requirements 

The Kansas City based firm of Black and Veatch began i t s  

Study. 
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EKP Pres ident  and Generql Mnqger ,  Donald R,  NorrIs, t e s t l f l e d  

t h a t  t he  f a i l u r e  o f  the u t i l i t y  t o  cons t ruc t  the  descrfbed u n i t s  cou ld  

l ead  t o  severe d i s loca t i ons ,  r o t a t i n g  blackouts and an i n a b i l i t y  t o  meet 

i n d u s t r i a l  expansion expec ia l l y  i n  the coal  f i e l d  areas, Nor r i s  out1 ined 

h i s  p r i o r  profess ional  experience which inc ludes u t i l  i ty long-range 

planning, p r o j e c t  f e a s i b i l i t y  and system adequacy p lanning s tud ies  and 

s ta ted  h i s  concurrence w i t h  the recomnendations and conclustons o f  

Transmission D i v i s i o n  Manager, David Hopper and independent EKP 

Consultant, Car l  Vansant. 

EKP through i t s  witness Hopper c i t e d  real ized p ro jec t i ons  from 

i t s  1976 study as evidence o f  the c r e d i b i l i t y  and r e l i a b i l i t y  o f  the i n - h w s e  

u t i l  i ty e f f o r t s .  

p r o j e c t i o n  fo r  1979 peak b i l l i n g  demand was 922 MW and t h a t  922 became 

the actual  f i g u r e  and t h a t  t h e  p ro jec t i ons  f o r  1977 and 1978 were 

exceeded. Black and Veatch's in-depth rev iwcon f i rmed  the  1976 power 

pro ject ions.  The 1976 and 1979 Power Requirements Studies and supplements 

were m d e  a p a r t  of the case record.  H i s t o r i c a l  growth ra tes  i n  peak 

demand and energy sales were cited,and o i l  and gas was a l leged t o  be a f a c t o r  

i n  pred ic ted  increased e l e c t r i c  sales because of  the  a l leged u n d e s i r a b i l i t y  

o r  u n a v a i l a b i l i t y  o f  these sources o f  energy. 

For instance, Hopper t e s t i f i e d  t h a t  the  1976 

The consu l tan t  and the Kentucky Department of Energy pointed t o  

the " ra ther  ex t raord inary"  e l e c t r i c  use growth r a t e  o f  EKP and generat ing 

u t i l i t i e s  i n  Kentucky when compared t o  a much m r e  conservat ive growth 

r a t e  f o r  the na t ion .  

of EKP averaged 13% (over 15% f o r  f i v e  years)  compared w i t h  a na t iona l  

average o f  7%. 

For example, from 1970 t o  1977 the demand growth r a t e  

EKP's in-house s tud ies and independent s tud ies  by the  consu l tan t  

lead  t o  the concius ion t h a t  two 600 MW coal f i r e d  u n i t s  should be const ructed 

t o  meet the pro jec ted  needs and t h a t  purchase o f  meaningful amounts of  

capac i ty  could n o t  be obtained by EKP. 

l a r g e r  u n i t s  were considered and re jected.  The conr t ruc t lon  o f  d i f f e r e n t  

The cons t ruc t i on  o f  smal ler  and 
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types o f  u n i t s  were considered. The record i s  abundan t  w i t h  such detail 

and no purpose is  served i n  repeating i t .  

Kentucky's Energy Department d i d  n o t  appear as a witness for EKP 

b u t  rather t o  comnent about e lectr ic  power on a national and s ta te  level. 

However, Dr. Lhara d i d  express general satisfaction with the loads carried 

by the Comnonwealth's u t i l i t i e s  when compared w i t h  the res t  o f  the country 

and he c i t e d  a number o f  reasons i n  s u p p o r t  o f  h i s  concurrence t h a t  t h e  

Comnonwealth's u t i l i t i e s  may be "pressured" i n  their  ab i l i ty  to meet 

demands of  the 1980's. 

and power demands for the coal f ields 

by saying 'I. . 
Kentucky Region." 

He expressed cautious optimism f o r  increased act ivi ty  

a n d  Eastern Kentucky and concluded 

. we t h i n k  that  there are some prospects for the Eastern 

The u t i l i t y  d i d  n o t  res t  i t s  case a f t e r  recount ing t h e  h i s tor ica l  

dates, offical population projections and the individual distribution coop 

need projections following the REA procedures and under the direction o f  

mREA power requirements officer.  The u t i l i t y  obviously placed some 

reliance on the individual judgments of i t s  18 d i s t r i b u t i o n  u t i l i t i e s  based 

on thede ta i l ed  knowledge of events of specific areas. This reliance 

was made abundantly clear in EKP's response to the Commission's reopening 

of the case. Clearly a judgment factor. 

A l l  parties may argue t h a t  h i s to r i ca l  d a t a  covering a long time 

Reasonable persons p e r i o d  is n o t  an exact barometer f o r  the future. 

will no doubt  disagree as to the extent t o  which human activity and endeavors 

w i l l  depart from s t a t i s t i ca l  norms. 

Applicant tes t i f ied  that the FFB l o a n  i s  the best interest  ra te  

available and t h a t  the  loan would be secured by a g u a r a n t e e  from an agency 
o f  t h e  United States of America; a n d  t h a t  the proposal i s  the most feasible 

method of meeting electr ic  needs a t  the most economical costs. 

The Kentucky Department o f  Natural Resources and Environmental 

Protection began I t s  extensive environmental review of the project I n  1977. 

I t  I s  clearly a most comprehensive review. I t ' s  report to this  Comnission i s  
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gra tu i tous  t o  the  ex ten t  t h a t  the Department has taken the t i m e  t g  p i n p o i n t  

d e t a i l s  o f  concern and probable SOlutiOns Outside the  " s t i p u l q t i o n "  i t 

requested i n  the r e p g r t ' s  cgnclusion, 

any prehear ing s t i p u l a t i o n s  by app l i can t  and the Department, M r .  Herman 

Regan, consul tant  company pres ident  and a wi tness f o r  EKP and former head o f  

the Department Bureau which inc luded r e s p o n s i b i l i t i e s  f o r  a i r ,  water and 

While the  record does no t  support 

s o l i d  waste concurred as t o  the reasonableness o f  those cond i t ions  s e t  

f o r t h  under the  heading "cgnclusion" i n  the Department's r e p o r t .  

The primary cQncern of the Department i s  i n  ma in ta in ing  a minimum 

236 cubic f e e t  f low per  second gf water i n  the Kentucky R iver  a t  the p o i n t  EKP 

w i l l  withdraw water fo r  the p r q q s e d  new power p lan t .  

Kentucky-American Water Company disagrees w i t h  app l i can t  and the 

Department for Natura l  Resources and Environmental Pro tec t ion  and proposes 

a more r e s t r i c t i v e  p lan  o f  water wi thdrawals t o  p r o t e c t  i t s  (Kentucky- 

American) customer p rg jec ted  load growth. 

The u t i l i t y  w i l l  cgns t ruc t  a r e s e r v o i r  t o  minimize t h i s  p o t e n t i a l  

problem. 

the ev iden t ia ry  hearings. The eyidence d e t a i l s  the s i t e  s e l e c t i o n  process 

which lead t o  the cgnclusion t h a t  the proposed s i t e  i s  the most s u i t a b l e  one 

from the standpoints g f  engineering/econornic f e a s i b i l i t y  and environmental/ 

soc ie ta l  c o m p a t i b i l i t y  and t r a d i t i o n a l  s i t i n g  tes ts .  M r .  Regan t e s t i f i e d  

t h a t  i f  proper ly  operated, const ructed and maintained then there should be 

no s i g n i f i c a n t  adverse environmental impacts i n  the areas o f  a i r ,  water, land  

The r e s e r v o i r  cons t ruc t ion  became p a r t  o f  EKP's a p p l i c a t i o n  dur ing  

o r  no ise f rom the p l a n t  o r  t ransmission f a c i l i t i e s .  

A number o f  witnesses t e s t i f i e d  as t o  the economic bene f i t s  o f  the 

prgposed cgns t r u c  t i o n .  

FINDINGS OF FACT 

(1) That there  i ,s  a need and necess i ty  f o r  app l i can t  t o  cons t ruc t  

the two 600 Mw un i t s ,  appurtenances there to  and r e l a t e d  t ransmiss ion f a c i l i t i e s  

as described i n  the app l ica t iOn and evidence. The proposed cons t ruc t ion  w i l l  

reasonably assure t h a t  the needs o f  i t s  customers f o r  e l e c t r i c i t y  w i l l  be met  

i n  the foreseeable f u t u r e  i n  the m s t  econgmical manner. 

construction will reasonably e l im ina te  a de f i c iency  i n  generat ing capacl ty.  

A c e r t i f i c a t e  of Convenience and Necessity should be issued. 

The proposed 
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(2) That App l i can t ' s  proposed method o f  f i nanc ing  sa id  cons t ruc t i on  

appears t o  be the  most f e a s i b l e  and reasonable method and the  l e a s t  expensive 

including i t s  p l a n  t o  seek t o  issue p o l l u t i o n  c o n t r o l  bonds f o r  as  much o f  

the  f inanc ing  as i s  poss ib le  a t  an even lower i n t e r e s t  r a t e .  

( 3 )  That App l i can t ' s  proposal w i l l  n o t  be i n  v i o l a t i o n  o f  any 

o f  the  regu la t ions  of t h e  Department f o r  Natural  Resources and Environmental 

Protection, b u t  the Department's a d d i t i o n a l  requested requirements s e t  f o r t h  

under "conclusions" i n  i t s  r e p o r t  t o  t h i s  Commission should be requ i red  o f  

Appl icant.  

f r o m  the Kentucky R ive r  i s  a l s o  reasonably ca l cu la ted  t o  p r o t e c t  the 

customers o f  Kentucky-American Water Company. 

The Department's requested cond i t i ons  as t o  water withdrawal 

(4) The community needs, the  need f o r  continued i n d u s t r i a l  

development o f  the  serv ice  area, the  pro jec ted  customer requirements and 

t h e  favorable economics o f  the  f a c i l i t y  balanced aga ins t  the r e l a t i v e l y  

minimal adverse environmental factors,  and coup1 ed w i t h  the  cond i t i ons  

he re in  described c l e a r l y  democstrate t h a t  t he  b e n e f i t s  o f  cons t ruc t i on  f a r  

outweigh any p o t e n t i a l  negat ive impact t o  the  environment and t h a t  a 

C e r t i f i c a t e  o f  Environmental Compa t ib i l i t y  should be issued. 

(5) That coal  f i r e d  generat ion i n  Kentucky i s  absent the  r i s k  

o f  f a i l u r e  t h a t  i s  i nhe ren t  i n  nuclear generat ion p r o j e c t s  i n  o t h e r  s tq tes .  

Thgt Kentucky's f u t u r e  includes r e l i a n c e  by the  n a t i o n  on a proven and 

p red ic tab le  svurce Qf energy - cQa1: 

(6) That EKP and 471 utilities 

pro jec t i gns  and i n i t i a t e  whqteyer plans 

i ts customers 

ORDER .___ 
IT IS THEREFORE ORDERED; 

must c o n t i n u a l l y  update need data 

a re  necessary t o  p r o t e c t  and serve 

(1)  That EKP be and i t  i s  herehy granted a C e r t i f i c a t e  o f  Convenience 

and Necessity t o  proceed w i t h  the cons t ruc t i on  o f  t he  J. K. Smith S t a t i o n  and 

r e l a t e d  f a c i l i t i e s  and transmission l i n e s  as more s p e c i f i c a l l y  descrfbed I n  

the  appl i c a t i Q n  and record, 
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(2) That EKP be and i t  i s  hereby granted a Certificate of 

Environmental Compa t ib i l i t y .  

(3) T h a t  EKP shall comply with those recomnendations of the 

Department for Natural Resources and Environmental Protect 

under the heading "conclusion" in the Department's report 

and more fully described i n  the evidence. 

( 4 )  T h a t  EKP be and i t  i s  hereby granted a u t h o r i  

on 

t o  

Y 

s e t  f o r t h  

this  Conmission 

o issue 

securit ies and execute notes and other evidence o f  indebtedness as descrf bed 

in the evidence for financing the construction of the J .  K .  Smith f ac i l i t y  

and related f ac i l i t i e s  and transmission f ac i l i t i e s .  T h a t  EKP continue in i t s  

efforts to seek to issue pollution control bonds t o  the maximum extent 

possible and a t  a lower interest  r a t e  t h a n  i t s  r e l a t ed  f i n a n c i n g .  

( 5 )  T h a t  EKP continue to monitor i t s  generation needs and promptly 

in i t i a t e  and implement any substantiated need t o  revise schedules o r  plans 

necessary t o  meet i t s  obligations to protect a n d  serve i t s  consumers. 

Done a t  Frankfort ,  Kentucky, this  19th day of Decarber, 1980. 

ENERGY REGULATORY COMMISSION 

./-) 

Cornni s s ioner 
( Not Part i c i pa ti ng ) 

ATTEST: 

Secretary 


